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SURVIIY  OF  FROBLl-JMS  TO  BE  CON I D SR^^ 
BY 

SOUTIi  PLiLCNS  COOPaRATI-^/B  FT£L  ..SoCCI  .TIOIT 
LUBBOCK,  T3XAS 

By 

Joim  Lister 
^Igricultural  Economist 
Cooperative  DiA-ision 


This  report  covers  a  survey  v/hich  r/as  made  to  ascertain  the  need 
for  a  cooperative  oil  piirchasini;;;  associo.tion  in  the  northwest  Texas 
specialized  cotton-producing;  area-     The  survey  vj-as  .laade  at  the  re- 
quest of  farmers  located  in  that  part  of  the  State, 

Umi^  TO  3'::  S^R^rSD 

The  area  to  be  served  by  the  proposed  associr.tion  is  the  South 
Plains  area.     It  comprises  a.out  eleven  counties  vrhich  lie  directly 
south  of  the  Texas  Fanhondleo     The  City  of  Lubbooh,  ^^-ith  a  population 
of  about  20,500  in  19o0,  is  the  principal  trading  center  (Fig.  l). 

Farming  is  the  main  industry  in  the  South  Plains  area.  According 
to  the  census,  the  total  populf-tion  of  the  eleven  counties  xms  151,394 
in  1930o     Of  this  number,  108, v  81,  or  72  per  cent,  ""/ere  classified  as 
rural  <> 

The  total  lan.d  area  of  the  eleven  counties  is  r.pproxinately 
6,448,640  acrer. «     Of  this  total,  5,352,719  acres  vere  in  farms.  About 
2,958,056  acres,  or  ^35  per  cent  of  the  lond  in  farms,  ivere  used  for 
the  production  of  crops.     Since  the  census  Has  tal:en  in  1950,  hov/ever, 
more  of  the  lond  ^;;hich  r-'as  formerly  used  for  i^razin^";  has  been  placed 
under  cultivationo 

There  irere  18,261  farms  in  th_  t.levon-county  s.roa  in  1930.  On 
the  avera^ve,  each  of  those  fai-ms  had  162  acres  of  crop  land.  The 
follov.'ing  table  shor/s  I'jnd  ixrcs,  farm  li'.nd  onn  crop  land  for  each  of 
the  counties  in  1029. 


Note. — The  v.rriter  is  indebted  to  Messrs.  1).  n.  Payno  and  H.  L.  Gsntz, 
of  the  Northwest  Texas  Cotton  Grov.'ers  Associa.tion ,  Lubbock,  Texas, 
for  their  assistance  and  cooperation  in  making  this  siu'vey. 
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L?aid  nroa,  Faiin  Land  and  Crop  Land 
in  De.";i?;n8 tod  Counties  in  Texas  /l 
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Floyd 

647,040 

539,983 

558,715 

1,671 

215 

Hockley 

554,880 

346,336 

194,612 

1,344 

145 

L-.-.bbock 

555,520 

507,881 

370,512 

2,495 

149 

Crosby 

556,800 

467,296 

267,535 

1,739 

154 

Terry 

566,800 

459,192 

225,829 

1,458 

155 

Lynn 

552,960 

473,912 

302,287 

2,138 

141 

Garza 

556,800 

420,636 

97,298 

796 

122 

Dav/son 

577,920 

o28,707 

513,617 

2,218 

141 

Borden 

572,800 

458,014 

59,803 

292 

136 

TOTAL 

6,448,640 

5,352,719 

2,958,056 

18,261 

162  /2 

/l      1930  Cf^nsnso  /z      I'Teif^hted  average  o 

P r  ir c ipal  Ci'o p s  F r o d u c e d 

About  1,230,018  acres,  or  42  per  cent  of  the  total  crop  land  in 
the  eleven-county    area,  v.ere  planted  to  cotton  in  1929 »  According 
to  estimates  by  officials  and  employees  of  the  Tiorthvrest  Texas 
Cotton  Growers  Association,  since  1929  much  more  land  has  been  de- 
veloped and  made  o.vailaolo  for  the   p-o  duct  ion  of  cotton «    ITncat  is 
of  secondary  importance  in  the  South  Plains  area.    According  to  the 
census,  505,315  acres,  mostly  in  the  north'jrnmost  counties,  vrcrc 
used  for  v;heat  productiono     The  follovvdng  table  shov/s  a  comparison 
of  the  acreages  find  importance  of  cotton  and  wheat  in  ea.ch  of  the 
eleven  counties  in  1929o 
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Cotton  Acrea;-^-e  and    Vj'heat  Aoreaj^e  in 
Eleven  Northwest  Texas  Counties  /3 


Percent  of 

Acreaa;e  of 

Percent  of 

Acreag;e  < 

of        Crop  Land 

I'iheat 

Crop  Iiand 

Counties 

Cotton 

in  Cot  lrcn 

T  lire  shed 

in  Wheat 

Lamb 

100,727 

29 

37,303 

11 

Hale 

64,382 

15 

214,706 

48 

Flovd 

71,180 

20 

200 .902 

56 

Kockley 

95,145 

49 

3,950 

20 

Lubbock 

205,276 

55 

13,749 

4 

Crosby 

134,078 

50 

33,722 

13 

Terry 

101,437 

45 

75 

Lvni:! 

2  04 , 005 

67 

300 

Garza 

51,141 

53 

8 

Dawson 

lb2,527 

58 

Borden 

19,570 

49 

Total  1 

,230,013 

42  A 

505,315 

17  /4 

/?      1J30  C 

ennus  0 

A 

\ 

feighted  0 

Figure 

2  shovrs 

cotton  acreage 

in 

the  South  Plains  area  in  1929. 

It  vdll  be 

observed 

that  Li'.bbock,  L\ti; 

1  and  Dawson 

Counties  were  the 

most  i.r.portant  from 

the  st£:oidpoint 

of 

!;;cro'age » 

lIEED  FOR 

-s.3S( 

jCIi^TIOII 

For  several  years,  large-scale  cotton  growers  in  northv/est  Texas, 
who  Eiro  heavy  users  of  petroleum  products,  have  felt  the  need  for  a 
farm  supply  purchasing  association  ti'jrough  which  they  could  secure 
their  gasoline,  kerosene,  lubricating  oil  ajid  related  supplies  at  the 
lo^vest  possible  costo     Because  of  the  recent  rapid  development  of 
cotton  farming  in  this  particular  area,  most  of  the  farm  interest  has 
been  in  the  improvement  and  dcvulopmont  of  the    production  phase  of 
the  business.    Tb.o  idea  of  purchasing  farm  supplies  cooperatively  has 
been  delayed  until  the  production  program  has  settled  dovm  to  a  per- 
manent basis  o     At  present,  the  "cotton  boom"  h.as  about  run  its  course 
and  farmers  are  looking  for  oconomical  ways  and  meon.s  to  purchase 
their  supplies,, 

The  topography  of  the  land  in  this  area  is  very  level.     Both  the 
land  'Ond  the  climate  are  well  suited  to  the  production  of  cotton. 
Heavy,  labor-saving  machiner;/  is  used  extensively  in  plpv/ing  and 
cultivating,  ond  trucks  arc  used  by  many  farmers  to     transport  picked 
cotton  from  farms  to  gins.     Besides,  somo  of  the  ginned  cotton  is 
transported  to  Gulf  shipping  points  by  trucks. 
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Flgur«  2. 


Cotton  Acreage  in 
11  Northwest  Texas  Co\mtie£i>  1929.  l\_ 
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Approximately  1,230,000  acres  of  cotton  were  planted  In  this  11- 
county  area  in  1929, 

Large  quantities  of  mo->-or  fuel  are  required  to  operate  the  hea-vy 
equipment  used  for  production  and  marketing  purposes. 


The  follovdng;  table  shoTTS  the  nunbcr  of  tractors,  trucks  and 
automobiles  on  farms  in  the  South  Plains  counties  in  1930. 


Tractors,  Trucks  and  Aii.tomobilus 
on  Farms  in  Designated  Counties 
in  Texas  /s 


.L«  w  0       J-  -L           l\.  O 

No .  of 

Nn .   Ant o  — 

No  <.  of 

ncr  100 

Ko  0  of 

Dcr  100 

Auto- 

mobiles po; 

Count ie  s 

Tractors 

Farms 

Trucks 

Farms 

mobiles 

100  Farms 

Lamb 

511 

21 

462 

19 

1,855 

78 

Halo 

827 

48 

423 

24 

1,546 

89 

Flovd 

623 

57 

527 

20 

1,468 

88 

Hockley 

194 

14 

193 

15 

885 

66 

Lubbock 

287 

12 

192 

8 

2 , 135 

86 

Crosby 
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16 

173 

10 

1,256 

72 

Terry 

90 

n 
O 

149 

10 

LjTin 

273 

12 

169 

3 

1,452 

68 

Garza 

64 

8 

84 

11 

563 

70 

Dav/s  on 

172 

8 

138 

6 

1,477 

67 

Borden 

28 

10 

31 

11 

206 

71 

Total 

3,342 

18  /_6 

2,346 

13  /6 

13,775 

75  /6 

/5  1930 

Census  0 

A 

Weighted  0 

It  mil  be  noted  in  the  above  table 

that ,  for 

the  arc  a 

as  a  Y/hole , 

75  per  cent  of  the 

farmers  had 

automobiles,  13  per 

cent  had 

tractors , 

and  13  per 

cent  operated  tr\icks 

in  1929. 

In  such  areas  v^ere  hea\'y  machinery  and  trucks  are  in  use,  the 
cost  of  operating  such  equipment  comprises  a  large  part  of  the  farmers' 
annual  production  ond  m-arketing  costs.     It  is  only  natural,  therefore, 
that  the  South  Plains  cotton  farm.ers  gre  desirous  of  securing  their 
motor  fuels  as  cheaply  ible .     They  feel  that  through  group 

purchasing  they  should  be  able  to  buy  these  supplies  in  v/holesale 
lots  and  thus  effect  a  considerable  saving. 

Experience  of  South  Plains  Farmers  in 
  Cooperative  Endeavors    


Farmers  in  the  area  covered  by  this  report  have  had  considerable 
experience  in  cooperative  marketing,  especially  cotton  marketing,  but 
not  much  in  cooperative  buyingo    The  Texas  Cotton  Association  has 
marketed  cotton  for  its  3,000  members  in  the  eleven-county  area  for  a 
nvimber  of  years,  and  a  large  proportion  of  the  cotton  produced  in 
those  counties  is  cooperatively  gimied. 
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The  following  table  chows  the  value  of  farm  prcluctG  nold  co- 
operatively and  the  value  of  farm  supplies  purchased  in  each  of  the 
counties  in  1929.  /? 


Cooperative  Sales 
of  Farm  Products 


Farms 


Coopero.tivc  Purchases 
of  Farm  Products 
Farms 


Count ic  s 

Report  ing 

Value 

Report  ing 

{ Dollars) 

(Dollar 

Lamb 

112 

114,111 

5 

420 

Hale 

235 

214,146 

233 

71,712 

Floyd 

65 

68,747 

101 

26,534 

Hockley 

111 

122,757 

7 

768 

Lubbock 

225 

221 ,200 

29 

1,837 

Crosby 

91 

81,892 

1  - 

45 

Terry 

8E 

105,974 

5 

315 

Lvnn 

62 

59,416 

8 

462 

fJarza 

20 

6,499 

2 

750 

Daws  on 

113 

118,971 

42 

2,082 

Borden 

Total  1,116  1,143,715  435  104,' 


It  v;ill  be  observed  in  the  above  table  that  Hale  and  Floyd 
Counties  vrere  the  only  ones  reporting  acpreciable  quantities  of  co- 
operatively purchased  supplies.     The  Consiomers  Fuel  Association  of 
Hole  County,  a  local  cooperative  oil  pvirchasing  organization  vrhose 
primary  business  is  that  of  distributing  petroleum  products  and  re- 
lated suppliec  to  grain  farmers  and  other  consumers  in  the  central 
and  northern  ports  of  Hale  and  Floyd  Counties,  has  rendered  a  very 
satisfactory  purchasing  service  in  those  tivo  coimties  for  a  number 
of  years*     The  operations  of  this  association  account  for  the  com- 
paratively large  volume  of  supplies  purchased  cooperatively  in  the 
t%vo  counties.     It  ic  expected  that  the  areas  of  operation  of  the 
Consumers  Fuel  Association  of  Hale  County  "nd  the  operating  units 
of  the  proposed  South  Plains  Cooperative  Fuel  Associo.tion  will  not 
overlap. 

The  nuocess  of  the  Consumers  Fuel    Association  of  Kale  County 
is  an  indication  of  what  may  be  expected  of  the  proposed  South  Plains 
Cooperative  Fuel  Association  which,  although  its  prospective  area  of 
operation  conto.ins  a  sme  ller  niojnber  of  tractors  and  trucks  per  100 
farms,  has  ample  opportunity  for  success  and  for  rendering  a  service 
to  cotton  farmers  similar  to  that    rendered  to  grain  farirers  by  'th*^  Hale 
Coiinty  organization. 


/?      1930  Census. 
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FROSP^CTrvTE  MHvIBERS 


V/ithin  the  eleven-county  area  tliere  are  about  5,000  members  of 
the  Texas    Cotton  Association  vmo  are  cooperative-minded  and  v;ho  will 
support  a  cooperative  oil  purchasing  program.     In  addition,  there  are 
approximately  2,500'"  farmers  who  ore  not  members  of  the  cotton  associ- 
ation but  who,  through  proper  contact  and  understanding,  could 
eventually  be  brought  irto  a  cooperative  fuel  purchasing  onterpriseo 

There  are,  in  the  eleven  counties,  seventeen  cooper ativo  gins 
which  are  ovaied  by  the  Texas  Cotton  Growers  Gin  Company  (a  subsidiary 
of  the  Texas    Cotton  Association).     See     Figure  3  for  location  of 
sixteen  of  those  gins.    At  each  of  the  seventeen  gin  points  there  is 
ample  space  for  an  oil  station,  and  the  Texas  Cotton  GroTvers  Gin 
Company  is  favorable  to  ha'^'ing  cooperative  oil  service  stations 
located  on  the  gin  lots.    Land    at  each  of  the  locations  could  be 
leased  from  the  Gin  Company  at  reasonable  annual  rentals. 

Besides  the  seventeen  gins  which     ore  ovaied  by  the  above- 
mentioned  Texas  Cotton  Growers  Gin  Company,  there  ore  twenty -three 
other  cooperative  gins  in  the  eleven-county  area.     These  tvrenty-thrce 
gins  have  a  membership  of  approximately  3,000  farmers  who  are  also 
interested  in  the    proposed  cooperative  oil  purchasing  program. 

According  to  the  1930  census,  there  were  14,796  farms  in  this 
eleven-county  area  vjhich  reported  cotton  production  in  1929.  See 
Figure  4  for  location  and  density  of  these     farms.     It  is   felt  by 
farmers  in  the  area  thfi-t  a  total  of  at  least  8,500  of  these  farmers 
could     be  considered  as  prospective  members  of  the  proposed  oil 
association.     It  is  also  felt  that  a  large  number  of  the  others,  such 
as  grain  farmers  in  the  extreme  northern  part  of  the  area,  would  be 
interested  in  p'urchasing  their  motor  fuels  and  related  supplies  co- 
operatively, 

ESTIMATED  CONSiJIvlPTIOIT    OF  PETROLEmi  PRODUCTS 
MD  RELATED  SUPPLIES  ' 

It  was  estimated  by  distributors  of  petroleum  products  in  north- 
west Texas  that  the  average  tractor  operator  uses  about  900  gallons 
of  kerosene  and  30  gallons  of  lubricating  oil  per  year.     The  average 
farmer  v>.ses  about  300  go-llons  of  gasoline  and  9  gallons  of  oil  for 
transportation  purposes  ( autonioUiles  and  trucks)  each  year.  The 
follov;ing  tabic  shovrs  the  estijnated  average  quantities  of  the 
different  potrcloiun  products  rmd  tiros  used  rmnually  by  individual 
farmers  in  northwest  Texas. 
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Figure  3. 


DETAIL  OF  THE  AREA  TO  BE  SERVED  BY 
SOUTH  PLAINS  COOPERATIVE  FUEL  ASSOCIATION 
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This  map  shows  the  location  of  sixteen  cooperative  cotton  gins  in 
the  area  to  b«  served  by  the  proposed  South  Plains  Cooperative  Fuel 
Association.    It  is  planned  to  liave  cooperative  service  stations  at 
each  of  these  points,  for  distributing  petroleum  products  and  related 
supplies  at  retail  end  in  bulk. 
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Niimber  of  Farms  in  11  Northwest  Texas  Counties 
Which  Reported  Cotton  Acreage  in  1929,  ^ 
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There  irere  approximately  14,796  farms  on  -which  cotton  -was  produced 
in  1929.    According  to  estimates,  tractcrs  are  in  use  on  approximately 
Wfo  of  these  farms. 


Estimater]  Averajr^e  Quaaititiso  of  Petroleum  Product; 
and  Related  Supplies  Consvxmed  by  Farmers 
in  tlv:  oouch  Plains  ili'ea 


Kind  of  Su pp ly 


Average  Quantity 
Used      r  Consumer  Per  Year  /8 


Gasoline  (transportation) 

Kerosene  (tractors) 

Kerosene  (home  use) 

Lubricating  oil  ( ti-ansportation) 

Lubricating  oil  (tractors) 

Greases  (all  purposes) 

Tires  and  Tubes 


300 
900 
260 
9 


aliens 

■;;allons 
gallons 
;:;allons 


30  gallons 
5  pounds 
4  each 


/o      These  averages  T/oro  obtained  from  potroleuiri  distributors  by 
Mcssrso  'N.  H.  Payne  and  H.  L.  Gantz  of  the  Northwest  Texas 
Cotton  Growers  Association,  Lubbock,  Texas. 


If  only  the  3,OijO  mc;ribcrs  of  the  Texas  Ccttoii  Association  vJho 
arc  loc/.ted  aromid  the  seventeen  gin  points  o.re  used  as  the  basis  for 
calculating  the  volume  of  business  available  to  the  new  oil  associ- 
ation, the  following  estimrtes  of  annual  consumption  are  obtainedo 

EstiiTis.tod  Quantities  of  Potrolcuin  Products  and  Tires 
Used  by  3,000  Mombors  of  Texas  Cotton  Association 
in  the  llorthwest  Texas  Area 


Kind  of  Supply 


Estimated 
Average 
Quantity 
Used  Per 


Estimated 
Number 
of  Farm.cr 


Consumer        Consumer g  / 


Estimated  Total 
Consumption  /lO 


Gasoline 
Kerosene 
Kerosene 

Lubricating  oils 
Lubricating  oils 
Grease  s 

Tires  and  Tubes 


300  ^aliens 
900  g 0.1  lens 
260  gallons 

9  gallons 
30    all  ens 

5  poU''.ds 

4  each 


3,000 
300 
3,000 
3,000 
300 
3,000 
3,000 


900,000 
270,000 
780,000 
27,000 
9,000 
15,000 
12,000 


gallons 

gallons 

gallons 

gallons 

gallons 

pounds 

each 


/9      About  10  per  cent  of  th'j  farmer" 
to  thuir  automobiles  ?jid  trucks- 


operate  tractors  in  addition 


/lO    As  calculated  by  M..3sr: 


Poyne  and  Gnntz 
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The  total  net  revenue  "'/hi.-.h  the  association  rnijjht  expect  for 
ha.ndlin£  the  above  listed  quantities,  acccrdiu,-j  to  estimates,  would 
be  so.-nething  in  the  neighborhood  of  •;i''VO, S 50.00 o    This  total  w:-3.s 
determined  by  applying;  the  {^ross  operfitinji,  m6r>i-ins,  •.vliich  the  associ- 
ation could  receive  for  handling  the  cifferent  comioditie s ,  to  the 
quantities  v;hich  it  might  expect  to  handle,  exid  then  deducting  one 
cent  per  gallon  on  gasoline  and  kerosene  and  10  per  cent  of  the  -ralue 
of  other  conmodities  to  cover  tho  cost  of  operation  of  tho  local 
service  stations.    The  total  not  revenue,  therefore,  v/ould  be  the 
amo-'nt  v;hich  the  association  proper  would  recoivo  for  gcncr.al 
administration  and  patronage  dividend  purposes » 

Tho  folloiving  table  shov/s  the  estimated  net  revenue  vriiich  the 
associatio:i  or.pocts  to  receix-'c  for  handling  the  different  supplies:  /ll 


Kind  of  Supply 

Quantities 

Net 
Revenue 
Per  Unit 

Total 
Net 
Revenue 

Gasoline 
Kerosene 

Lubricating  oils 
Grease  s 

Tires  and  Tubes 

900,000  gallons 
1,050,000  gallons 
36,000  gallons 
15,000  pou.nds 
12,000  of  each 

FLAU  OF  0P3j^.T] 

(Dollars) 
.02 
.02 
.50 
.05 
.60 

Total 

:0I'] 

(Dollars) 
18,000 
21,000 
18,000 
750 
7,200 

70,950 

The  association  (if  eaid  :'hen  organized)  proposes  to  purr-hase  and 
distribute  on  a  cooperat i'/e  basis  petroleuin  products  and  related 
supplies  in  bulk  lots  ot  bulk  prices  taid  in-  retail  lotr  at  retail 
prices,  to  its  members  and  possibly  others. 

It  is  planned  to  establish  local  service  stations  o.t  convenient 
points  throughout  the  area  ^-/hore  such  supplies  may  be  secured  at  pre- 
vailing local  coiTOetit ive  prices,     ouch  stations  v/ill  be  established 
as  quickly  and  in  such  order  as  time  ond  capital  will  permit.  Bulk 
sales  as  vroll  as  retail  sales  rail  be  made  from  these  stations. 
HoT.-evcr,  in  order  to  comply  v.i.th  th('  code  requirements  of  the  petrole- 
um industry,  different  tanks  will  bo  provided,  for  different  types  of 
srdc.    No  trucks  will  be  operated  by  the  association.     All  patrons 
v;ill  bo  required  to  deliver  their  ovm  supplies.     Country  deliv.-ry 
will  be  acoomplicl-icd  by  the  use  of  drums  or  other  largo  contfi.inor s 
which  ■'.rill  be  owned  c-nd  used  by  the  f armor e  to  transport  and  store 
their  supplies.    Patrotas  vrill  use  their  ovvii  trucks  or  auto  trailers 
for  haulin,-;.     It  is    felt  that  this  method  of  delivery  will  be  quite 
satisfactory  in  this  o.rea  because  of  the  saving  in  expense  vmich  it 
will  permit. 

/ll    Data  prepared  by  Messrs.  Ii»  H.  Payne  and  H.  L.  Gantz  of  the 
Northwest  Texas  Cotton  Growers  Association,  Lubbock,  Texas. 
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METHOD  OF  PURCHASING 

The  association  plon.s  to  purcho.so  its  gasoline  and  kerosene 
supplies  from  nearby  refiners.     Other  supplies,  such  as  oils,  Qre&ses, 
and  tires,  vdll  be  purchased  from  wholesale  distributing  agencieso 
Gasoline  coic  kerosene  vdll  be  purchased  and  delivered  direct  to  the 
association's  local  service  stations «     In  all  probability  the  associ- 
ation mil  require  direct  truck  delivery  to  service  stations  by  the 
refiner.    Under  tliis  method  of  purchasing  the  association  vdll  not 
be  required  to  ov.ti  trucks.     It  i  s  olso  planned  to  have  bulk  storage 
facilities  at  Lubbock  v/here  emergency  supplies  for  all  service 
stations  and  a  regular  bulk  supply  for  tlie  Lubbock  territory  xvill 
be  stored.    Emergency  deliveries  vdll  be  made  mth  hired  trucks. 

Other  supplies,   such  as  oils,  greases  and  tires,  vdll  be  pur- 
chased in  largo  quantities  and  distributed  from  a  central  v/arohouse, 
probably  located  at  Lubbock o 

SiiLES  POLICY 

The  association  plans  to  sell    its  supplies  at  prevailing  local 
bulk  and  retail  prices.     Bulk  sales  vdll  be  made  in  quantities  of  50 
gallons  and  upv/ards.     Such  sales  vdll  be  made  for  country  delivery  in 
drums  or  other     Icirge  containers.    Bulk  prices  will  be  charged  v/here 
the  supplies  oxo  sold  in  quantities  of  50  gallons  cr  more  <. 

Smaller  quantities  of  supplies  vdll  be  sold  to  patrons  at  retail 
prices.     Delivery  in  the  case  of  retail  sales  will  be  made  direct  to 
the  patron's  o.utomobile  or  truck.    This  service  vdll  be  similar  to 
that  usually  offered  by  any  regular  retail  service  station. 

All  sales  vdll  be  made  on  a  cash  basis  o 

PATRONAGE  :?I7IDEHDS 

Any  saving  which  the    association  may  make  in  the  handling  of 
supplies  for  its  members  v/ill  be  returned  to  them  on  a  patronage 
basis  after  the  necessary  e:x-pcnsos  of  operation  and  suitable  reserves 
have  been  deducted.    Patronage  dividends  vdll  not  be  distributed  more 
often  than  every  six  months. 

It  has  been  estimated  by  meribcrs  of  the  Northv/est  Texas  Cotton 
Grovrers  Association  that  the  general  administration  expenses  of  the 
oil  association  vdll  not  be  greater  than  approximately  ^^10,000  per 
year.     Included  in  this  total  are  the  estimated  c^sts  of  general 
management,  record  keeping,  depreciation,  insurance,  taxes,  and 
other  items  v/hich  may  not  be  charged  against  any  individual  service 
station.    After  deducting  this  estimate  for  general  adrunistrat ion 
expense  from,  the  estimated  oimual  not  revenue  for  the  association 
($70,950.00)  as  shovm  on  Page  8,  a  balance  of  ijieo, 950.00  v;ould 
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remain.     This  estimated  bn.la.nce  v:onld  'b?='  available  for  reserves  and 
patronage  ^.ivicends.    Accrc i).i^;-  to  present  iiitent.! oris ,  1  per  cent  of 
the  value  of  total  sale;^  will  be  set  aside  as  a  ro.-;ervo  for  oper-ating 
purposes   ^r  contingencies.     It  v/as  estimated  that  Tiatronaf;e  dividends 
amounting  to  about  one  cent  pc. r  on  bullc  sales  of  gosoline  ond 

kerosene  and  a  larger  ajnount  on  retail  sales  will  be  available  to 
members  of  tlie  associationo     Fotronage  dividends  on  otlier  supplies 
v;ill  be  paid  according  to  the  araount  of  savin;^s  made  <m  those  supplies. 

TYPE  OF  ORG^lillZATIOF  D'^SIRBD 

The  type  of  organii^ation  deoired  by  fanners  in  this  area  is  a 
cooperative  stock  association  in  which  any  person  who  is  a  producer 
of  agricultural  crops,  or  an  owner  or  lessor  of  land  on  w]';ich  agri- 
cultural crops  are  produced  and.  who  receives  as  rental  a  part  of  the 
crops  produced  on  the  land,  may  become  a  member.    Any  applicant  for 
membership  shall  be  required  to  pvirchase  one  or  more  shares  of  coinmon 
stock. 

The  proposed  capital  stn^cture  of  the  South  Plednc  Cooperative 
Fuel  Association  vfill  be  7,500  sharos  of  cofiiamon  stock  vrith  the  par 
value  of  $10  per  share,   ind  7,500  shares  of  preferred  stock  v/ith  a 
par  valu.e  of  $10  per  share.     The  common  stock  mil  carry  voting  rights 
on  the  basis  of  one  member  one  vote.    Holders  of  this  stock  will  be 
entitled  to  receive  dividends  at  a  ratc-'^  decided  upon  by  the  board  of 
directors,  and  v^hich  will  not  exceed  8  per  cent  per  aimum.     The  pre- 
ferred stock  will  carry  no  voting  privileges,  but  rail  have  prior 
rights  over  the  common  stock  in  the  event  of  dissolvition  of  the 
association.    Holders  of  preferred  stock  vdll  be  entitled  to  receive 
cumulative  dividends  at  a  i-ate  (to  be  decided  upon  later)  not  exceed- 
ing 8  per  cent  per  annum » 

It  is  planned  that  the  affairs  of  tlie  association  ^vill  be 
directed  by  a  board  of  director?  consisting  of  seven    members  chosen 
by  the  membership  from  their  ov/n  nijmber.     This  board  will  select  a 
general  manager  who  will  employ  such  other  help  as  is  necessD.ry  to 
raanai_^e  and  operate  the  business. 

Tentative  -u'ticles  of  Incorporation  and  By-Laws  of  the  South  Plains 
Cooperative  Fuel  Association  arc  shov/n  in  Appendix  1.     Sample  copies 
of  common  (md  preferred  stock  certificates  arc  shoivn  in  Appendix  II. 

It  is  the  present  plan  of  those  interested  in  the  development  of 
this  fuel  association  thft  I'o   Ecrvioe     ;-tation  will  bo  established  in 
any  comiaunity  until  sufficient  common  and  preferred  stock  nas  been 
sold  (in  the  coimnunity)  to  cover  the  construction  cost  and  cost  of 
necessary  facilities  for  such  station.     These  facilities  will  consist 
of  an  inexpensi've  station  b\iilding,  a  tank  or  tanks  from  vrhich  retail 
sales  of  gasoline  and  keros-nie  v/ill  be  made,   a  tank  or  tanks  from 
which  bulk  sales  of  gasoline  and  kerosene  "".Till    be  made,  pumps  and 
meters,  grid  any  other  equipment  which  will    bo  required  in  the  retail 


-10- 


and  bulk  distribution  of  petroleujn  products.     It  has  been  estimated 
that  the  approximate  cost  of  facilities  for    a  local  service  station 
will  be  about  $1,000, 

In  addition  to  the  capital  required »for  the  local  service 
stations,  sufficient  stock  must  be  cold  to  finance  the  construction 
of  a  bulk  station  which  will  probably    be  located  at  Lubbock.  This 
station  will  consist  of  tanks  of  at  least  15,000  j^allons  capacity 
each,  for  gasoline  and  kerosene,  with  the  necessary  pumps  and  meters, 
and  an  inexpensive  warehouse  large  enoi;gh  to  store  at  least  one  car- 
load of  lubricating  oils,  greases  and  other  related  supplies.  The 
approximate  cost  of  the  bulk  station  will  be  |3,000e 

PROBLEMS  OF  C00FER:.TIVE  OIL  ASSOCIATIONS 

In  connection  with  this  report,  it  is  essential  to  point  out 
some  of  the  unfavorable  conditions  v/hich  may    appear  during  the 
initial  stages  of  organization  and  development  of    cooperative  oil 
purchasing  enterprises,  and  some  of  the  dangers  which  lie  in  the 
path  of  such    associations  during  later  periods.    A  few  principles 
of  successful  operation  may  be  also  profitably  suggested. 

Newly  organized  cooperative  associations  are  sometimes  met 
with  a  flood  of  ant i -cooperative  propaganda  from  competitors  and 
their  sympathizers.     In  addition,  they  may  be  confronted  by  local 
price  cutting  and  otheT-  handicaps.     In  this  connection,  the  older 
and  better  established  f-ts soci.it ions  have  found    it  desirable  to  enter 
new  territory'  as  quietly  as  possible  ond  to  establish  operating  units 
only  at  points  v;here  local  sentiment  is  fa^'orablo  to  the  cooperative 
method  of  purchasing,  and  whore  compotitive     resistance  appears  to 
be  small.     Similar  cautious  procodvre  should  bo  followed  in  1/iter 
expansion  of  the  enterprise . 

Before  establishing        opcr-.ting  unit  in  ony  community,  there 
should  be  indications  that  farmers  are  interested'- in  and  will 
support  the  enterprise,  and  that  their  combined  supply  requirements 
will  lie  largo  enough  to  enable  the  association  to  operate  efficient- 
ly.    The  interests  of  farmers  in  such  enterprises  may  be  partially 
measured  by  their  vdllingness  to  purchase  capital  stock  in  the 
organization.     It  is  highly    desirable  that  each  commimity  furnish 
sufficient  capital,  by  purchasing  common  and  preferred  stock,  to 
finance  the  cost    of  facilities  and  equipment  fqr  the  local  distri- 
buting iJinit,  and'  also  furnish  a  share  of  the  cost  of  facilities  for 
the  rcgiono.1  purchasing  organization.     In  addition,  enough  working 
capital  to  purchase  a  minimvan  stock  of  supplies  at  each  of  the  local 
ujn.it s  should  be  provided. 

Borrowed  money  should  bo  used  as  sparingly  as  possible,  since 
this  method  of  finojicing  places  a  direct  obligation  on  on  associ- 
ation.    Borrovangs  arc  usually  secured  by  a  mortgage  on  part  or  all 
of  the  property  and,  in  practico.lly  all  cases,  carry  prior  rights 
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to  the  assets  of        r.ssoci;  tion  in  tho  ov^-nt  of  dissolution. 

Interest  on  borro":7ed  money  is      direct  rjid  continuous  operating 
expense.     If  this  item  becomes  undul;'/  Ic.rgc,  it  may  cause  the  failure 
of  the  enterprise  and  tl"c  consequent  loss  or  partial  loss  of  capital 
invested  by  the  member sliip. 

i\  good  and  safe  method  of  financing  for  cooperatives  to  follow 
is  that  of  securing  at  the  outset  sufficient  capital  through  the 
sale  of  capital  stock  (preferably  common  stock  -vhich,  as  a  rule, 
carries  no  fized  di^-idend  rate)  to  cover  the  cost  of  facilities 
and  provide  a  minimim  stoc):  of  supplies-    Extra  capital,  such  as 
that  required  during  peak  business  periods,  should  be  secured 
tlirough  loan  So     ?his  m.ethod  of  finmcing  tends  to  place  an  associ- 
ation in  a  v-or:ition  vrhich  coamands  the  consideration  of  banks  and 
government-sponsored  credit  agencies,  as  vrell  as  the  respect  of 
competitors o     Besides,  it  ,_,ives  an  orgnniz otion  a  standing  of 
stability  and  responsibility  in  the  local  comrnunityo 

iua  over-supply  of  operating  capital  may  leac  to  unnecessary 
expenditures  and  careless  purchasing.     Large  purchases  on  a  de- 
clining market  may  place  an  association  in  a  difficult  position 
v;hen  it  attempts  "to  osc...pe  loss  on  such  transactions.     As  a  rule, 
it  is  better  to  purchase  in  regular  quantities  and  rely  on  reason- 
able and  competitive  operating  margins  for  earnings  than  to  purchase 
in  too  largo  quontitics  ond  assujne  the  risk  of  loss  resulting  from 
price  declines. 

It  is  hardly  necessary  to  point  out  and  emphasize  the  danger 
of  extending  credit.    Uncollectable  .accounts  have  caused  the 
failure  of  many  organizations. 

Most  cooperative  purchasing  associations  find  it  to  their 
advantage  to  sell  supplies  at  local  competitive  prices.     This  policy 
is  especio.lly  desirable  for  nevrly  organized  associations.  Price 
cutting  leads  to  price  xrv'.rs  or  other  conditions  v/hich  are  injurious 
not  only  to  commerci'-'l  distributors,  but  to  cooperatives  as  'vvell. 
In  the  event  of  the  existence  of  a  price  war,  it  may  be  good  policy 
to  follow  local  prices  until  they    reach  a  point  where  the  cooper- 
ative is    no  longer  able  to  make  savings  for  its  members.    At  this 
point,  the  cooperative  may  find  it  advisable  to  lose  business 
temporarily,  if  necessary,  until  prices  increase  or  operating 
margins  permit  profitr.blo  operation.    Othen'dse  the  operating 
capital  of  the  asscciotion  raay  bo  dissipated  throiigh  unprofitable 
operations.     This  policy  puts  the  bui-den  of  price  wars  on  com- 
petitors anc'  brings  about  a  more  healthy  competitive  situation. 

T?i3  e:-:p''nsc3  of  a  cooperative  organization,  especially  a  newly 
organized  or...,  should  be  kept  to  a  minimum  in  order  that  reasonable 
savings  may  be  made  for  the  members.     The  success  of  any  associ- 
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ation  depends  to  a  large  extent  upon  it. 3  volume  of'  bvisiness  which,  in 
turn,  depends  upon  its  ei'ficiency  in  operation.     By  hanieGnin;"  too 
much  expense  upon  an  or ;^';ni nation,  the  chances  of  efficiency  in 
operation  ano  increase  in  volurae  o.f  business  are  i-ed;oced. 

It  ir  ^^enerally  desir^^ble  to  retain  in  the  business  a  certain 
share  of  the  earnin^^s  of  an  associ.^-tion  in  order  that  additional 
capital  may  be  created  for  operatin;^  purposes.     This  policy  is 
followed  by  many  large  and  successful  organizations. 

In  cor)cl-i sion,  it  should  be  remembered  that  an.  associ'\tion  v>/ill 
not  succeed  simply    becnnse  it  is  a  cooperative.     Sound  business 
principles  must  be  followed. 
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APPENDIX  I 

SiilvLPLS  ;iRTICL3S  OF  IxTC0J7P0R.lTI0N  MD  BY-LAWS 

OF 

SOUTH  PLAIi^S  COOPERATIVE  FUEL  ASSOCIATION 


ARTICLES  OF  II-ICORPORATION 
SOUTH  PLAII'JS  COOPERATIVE  FITSL  ASSOCIATION 


\ie ,  the  undersigned,  do  hereby  associate  ourseD.Tes  together  for 
trie  purpose  of  forming  a  cooperative  association  under  the  Cooperative 
Association  Laws  of  the  State  of  Texas  and  for  thst  purpose  state  the 
following: 

ARTICLE  I 

The  name  of  this  association  shall  be  South  Plains  Cooperative 
Fuel  Associf.tion. 

ARTICLE  II 

The  purposes  of  tnis  association  and  the  enterprise,  business, 
and  pursuit  in  v;hich  it  proposes  to  engage  are: 

(1)  To  promote  and  provide  a  medium  for  unity  of  effort  by  agri- 
cultural producers  in  buying  and  distributing  gasoline,  kerosene, 
lubricating  oil,  tractor  and  truck  ?jad  automobile  accessories,  coal 
and  other  fuels  and  their  by-"oroducts ,  and  other  comm.odities  or 
supplies;  t:  serve  as  an  agency  through  v/-hich  economies  in  agricultural 
production  may  be  made  through  collective  buying  and  handling  of  com- 
modities and  supplies  used  in  conraection  vri.th  the  production  and 
marketing  of  farm  products;  and  to  encourage  and  develop  cooperative 
activitie  s  <. 

(2)  To  engage  in  any    activity  in  connection  with  the  buying, 
storing,  handling,  m.anuf acturing,  selling,  and  distributing  of  gaso- 
line, kerosene,  lubricating  oil,  accessories,  coal  and  other  fuels 
and  their  by-products;  and  to  buy,  soil,  and  otherv/ise  handle  any 
other  co:modities  or  supplies  that  may  be  bought,  sold,  or  handled  to 
the  advantage  of  the  association  or  its  m.emberso 

(3)  To  act  in  its  oTm  name  as  principal,  or  as  agent,  in  the 
buying,  selling,  manufacturing  or  otherwise  handling  of  gasoline, 
kerosene,  lubricating  oil,  tractor  and  truck  and  automobile 
accessories,  coal  and  other  fuels  and  their  by-products,  and  other 
commodities;  to  enter  into  contracts  with  its  members;  to  contract 
v;ith  other  individuals  or  cooperative  or  non-cooperative  agencies 
for  performing  any  of  the  activities  herein  authorized  or  incidental 
thereto;  and  to  establish  and  maintain  joint  agencies  or  representa- 
tives in  connection  v;ith  other  associations  or  corporations,  join 
such  associations,  or  otherv/ise  cooperate  with  associations  and 
corporations  in  carrying  out  the  purposes  of  this  organizationo 
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(4)  To  borrow  or  lend  money,  either  as  principal  or  a{;ent, 
giving  or  takin;j;  such  evidence  of  indebtedness  and  security  as  may 
be  necessary  or  desirable,  especially  for  the  purpose  of  purchasing 
facilities,  financing  operations,  or  for  other  association  purposeso 

(5)  To  buy,  acquire,  hold,  ovm,  lease,  sell  and  other-vrise  dis- 
pose of  and  exercise  all  privil'^ges  of  ov.Tiership  over  such  real  or 
personal  property  of  any  character,  either  within  or  v.athout  the 
State  as  may  be  tioemed  necessary  or  desirable  for  the  conduct  of  its 
business,  or  incidental  thereto. 

(d)     To  guarantee,  endorse,  purchase,  or  otherwise  acquire,  hold 
sell,  assign,  transfer,  mortgage,  pledge,  or  otherwise  dispose  of 
shares  of  stock,  bonds,  or  other  evidences  of  indebtedness  created 
by  any  corporation  or  associs.tion  engaged  in  any  related  activity  or 
in  the  ho.ndling  or  purchasing  of  any  of  the  supplies  handled  by  the 
association,  and  while  the  holder  of  gxxcIi  securities  to  exercise  all 
the  rights  and  privileges  of  ovmership,  including  the  right  to  vote 
thereon. 

(7)     To  issue    stock,  bonds,  deeds  of  trust,  debentures,  notes 
or  other  obliga.tionn  and  evidences  of  indebtedness,  and  to  secure 
the  same  by  pledge,  mortgage,  trust  deed,  or  otherwiGe,.  on  the  whole 
or  ony  part  oi'  the  property  of  the  association,  real  or  personal,  or 
to  issue  such  obligations  without  security « 

(3)     To  purchase,  hold,  and  reissue  the  shares  of  its  capital 
stock,  OS  pro-'.^ided  by  lav/  ond  the  by-laivs  of  the  Association. 

(9)     To  do  each  and  every  thing  necessary,   suitable,  or  proper 
for  the  accomplishment  of  any  of  the  purposes  or  the  attainment  of 
any  one  or  more  of  the  objects  herein  enw^erated,  or  conducive  or 
expedient  for  the  interest  or  benefit  of  the  association  and  to  con- 
tract accordingly,  and  in  addition  exercise  all  other  rights,  pox'rers, 
and  priAi-ileges  granted  by  the  laws  of  Texas  or  not  in  conflict  there- 
I'dth. 


ARTICLE  III 


The  principal  office  of  this  Associo.tion  shall  be  at  the  city  of 
Lubbock,  in  the  County  of  Lubbock,  State  of  Texas. 


ARTICLE  IV 


Tiiis  Association  shall  have  succession  for  a  period  of  fifty 
years » 
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ilBTICLE  V 


The  capital  stock  of  tMs  association  shall  be  One  Hundred  Fifty 
Thousand  Dollars  ($150,000.00),  divided  into  fifteen  thousand  (15,000) 
shares,  and  the  por  value  of  each  share  shall  be  Ten  Dollars  (slOoOO). 
Of  the  fifteen  thousond  shares  authorised,  seven  tliousand  five  hundred 
(7,500)  shares  shall  be  conunon  stock  and  seven  thousand  five  hvmdred 
(7,500)  share?  shall  be  preferred  stock. 

Ar'!TICLE  VI 

•  The  conditions  under  v/hich  the  stock  of  this  association  may  be 
issued,  held,  and  transferred  shall  be  as  follows: 

(1)  Common  stock  shall  be  sold  to  and  shall  be  held  only  by 
agricultural  producers,  including  persons,  firms,  or  corporations,  in 
the  territory  served  by  the  associatior.  or  designated  by  the  board  of 
directors,  or  the  landlords  or  lessors  of  I'ond  upon  which  farm  pro- 
ducts are  pi-oduced  and  in  connect  ion  with  v;hi  ch  the  commodities 
hnndled  by  the  association  arc  used,  and  who  receive  as  rent  part  of 
the  crop  raised  on  the  leased  promises,  provided  that  such  producers 
agree  to  comply  with  the  association's  by-laws,  rules  and  regulations, 
and  provided  they  are  approved  as  mombers  by  the  board  of  directors.. 
Dividends  may    be  paid  on  common  stock  but  shall  not  exceed  8  per  cent 
per  annum.     3ach  iiiembcr  shall,  hoxvevor,  be.  entitled  to  one  vote,  re- 
gardless of  the  number  of  shares  of  stock  held  by  him. 

(2)  Preferred  stock  may  be  sold  to  and  held  by  anyone,  subject 
to  conditions  heroin  specified.    Holders  of  preferred  stock  shall  be 

entitled  to  receive  cumulative  dividends    at  the  rate  of  ^per  cent 

per  annuiD,  imd  no  more,  as  and  -.Yhen  declared  by  the  board  of  directors 
before  any  dividends  shall  be  paid  upon  the  common  stock.     Such  pre- 
ferred stock  shall  not  be  entitled  to  vote  under  any  circumstances 

or  to  participate  in  any     action  of  any  nature  taken  by  the  associ- 
ation, but  in  the  event  of  liquido.tion,  dissolution  or  v/inding-up  of 
the  association,  v;hethor  voluntary  or  involuntary,  the  holders  of  the 
preferred  stock  shall  be  entitled  to  be  paid  the  par  value  of  such 
preferred  stock,  together  with  the  amount  of  any  unpaid  dividends 
accumulated  thereon  before  any  amount  is  paid  to  the  holders  of 
common  stoc]:. 

(3)  The  association  shall  have  the  right  to  redeem  the  outstand- 
ing preferred  stock  in  whole  or  in  part  at  any  time  upon  the  payment 
of  the  par  value  thereof  and  the  amount  of  accumulated  dividends  un- 
paid thereon  to  the  date  of  redemption.     If  less  theji  all  of  the 
outstanding  shares  of  preferred  stock    are  to    be  redeemed,  the  shares 
to  bo  rodoomcd  shall  be  selected  in  such  mojinor  as  the  board  of 
directors  shall  detorraino,    Yhion  redeemed  or  acquired  by  the  associ- 
ation, a  like  a:iiount  of  common  stock  may  be  issued  in  lieu  thereof 

to  agricultural  producers  qualified  to  ov/n  common  stock. 
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(4)  No  stock  shall  be  issued  or  delivered  by  the  associatiori  to 
any  subscriber  or  applicant  until  the  full  price  therefor  has  been 
paid . 

(5)  Tr,ansfers  of  stock  shall  be  made  on  the  books  of  the  associ 
at ion  on  order  of  the  owner,  or  by  attorney  properly  authorized,  but 
as  to  common  stock  the  right  of  transfer  shall  be  limited  to  agri- 
cultural producers  whose  membership  in  the  association  has  been 
approved  by  the  board  of  directors.     Transfers  shall  be  made  on  the 
books  of  the  association  by  the  secretary  only  upon  surrender  of 
stock  certificates  for  cancellation  properly  endorsed.  Transfer 
books  may  be  closed  ton  days  prior  to  dividend  dates  or  the  annual 
meeting . 

(6)  Certificates  of    stock  shall  be  signed  by  the  president  or 
vice-president  ond  by  th'.  treasurer,  assistant  treasurer,  secretary 
or  assistant  secretary.     If  a  ccrtifico.to  of  stock  is  lost  or  de- 
stroyed, another  may  be  issued  in  its  stead  upon  proof  of  such  loss 
or  destruction  and  upon  the  giving  of  a  bond  of  indemnity,  not  ex- 
ceeding in  amount  double  the  value  of  the  stock. 

{^)     Each  certificate  of  stock  shall  have  printed  thereon  a 
clear  and  concise  statement  of  all  restrictions  and  limitations 
upon  ovmership,  voting  power,  transfer,  dividends,  or  other  con- 
ditions affecting  the  rights  and  privileges  of  the  holder  thereof. 

(8)  Yilienever  ajiy  holder  of  common  stock  desires  to  sell  said 
stock,  it  shall    first  be  offered  to  the  association.     In  the  event, 
however,  that  said  stock  is  not  pMrchaced  by  tho  association,  or  by 

a  producer  designated  by  the  board  of  directors,  within  60  days  after 
the  receipt  of  a  vrritten  notice  to  th'i  association  offering  such 
stock  for  sale,  then  tho  holder  m.ay  soil  tho  stock  to  any  producer 
that  has  boon  approved  as  a  member  by  the  board  of  directors.  Any 
attempt  to  transfer  such  common  stock  or  certificate  of  common  stock 
except  as  described  heroin  shall  vest  no  title  in  tho  purchaser  or 
receiver  and  no  rights  of  the  original  holder  to  participate  in  the 
affairs    or  savijigs  of  tho  association. 

(9)  The  treasury  stock  of  the  association  shall  consist  of 
stock  that  may  be  purchased  or  otherwise  acquired  by  the  association 
an.d  it  shall  be  hold  subject  to  action  of  the  board  of  directors. 
Such  stock  shall  not  share  in  dividends  but  it  may  bo  resold  or  can- 
celled o.t  the  discretion  of  the  board  of  directors,  subject  to  the 
laws  of  Texas. 

MTICLE  VII 

(1)     The  articles  of  incorporation  may  be  altered  or  amended  at 
any  regular  meeting  or  at  any  special  meeting  called  for  that  purpose 
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provided,  however,  thR.t  any  smendwent  shall  first  have  been  approved 
by  two-thirds  of  the  director:;  anc'.  '"hen  adopted  by  a  ■';oto  represent- 
ing a  majority  of  all  the  member.';  of  the  associationo  Provided, 
further,  that  'written  notice  of  the  proposed  amendment  shall  have 
been  mailed  to  each  member  at  least  ten  days  prior  to  the  date  of 
the  meeting  at  v/liich  sucli  amendment  is  adopted. 

(2)    Millie ndmentfv  may  be  proposed  by  a  majority  vote  of  the 
members  at  any  regular  or  special  meeting. 

_ARTICLE  VIiI_ 

This    association  is  formed  to  function  on  a  cooperative  basis 
for  the  benefit  of  its  members.    Ron.sonable  reserves,  as  determined 
by  the  board  of  directors  axjd  as  limited  by  the  by-laws,  may  be  sot 
aside  from  year  to  year.    iJ'tor  setting  aside  such  reserves,  aiid 
after  the  payment  of  dividends  as  hereinbefore  provided,  the  balance 
of  the  savings  of  the  associotion  shall  bs  distributed  on  a  patronage 
basis . 

IN  V/ITIIESS  'vfiiEREOF,  we  have  hereunto  fixed  our  signatures  in 
triplicate  this  day  of  ,  193 


ST.-^TE  OF  TOIAS  ) 
COUNTY  OF  )  SS. 

THIS  CERTIFIES,  that  on  this  _day  of  ,  A.  D. 

193     ,  before  me,  the  undersigned,  a     in  and  for 

said  county  and  state,  personally  appeared   


knoY/n  to  mo  to    be  the  identicE.l  persons  n.'imed  in  and  who  executed  the 
foregoing  Articles  of  Incorporation  and  ackn owl edged  to  me  that  they 
executed  the  same  freely  and  volu.ntarily  for  the  uses  and  purposes 
therein  m-.ntioned. 

IN  TESTIMONY  VKEREOF,  I  have  hereunto    set  my  hand  and  seal,  the 
day  and  year  last  above  witten. 

(SEAL)   
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by-l;.ws 

OF 

SOUTH  PIJ\IFS  COOPERATIVE  FIEL  ASSOC liiTI ON 


ARTICU]  I  -  K-U-IE 

Section  1.     This  association,  incorporated  under  the  Cooperative 
Association  Laws  of  the  State  of    Texas,  shall  be  known  as  the  South 
Plains  Cooperative  Fuel  Associationo     Its  principal  office  shall  be 
located  in  the  City  of  L\ibbock,  County  of  Lubbock,  State  of  Texas. 

xiRTICLE  II  -  OBJECTS  im  PHIMOSES 

Section  1=     The  objects  and  purposes  of  this  Association  r^re  to 
buy,  sell,  manufacture,  distribute,  or  otherwise  handle  gasoline, 
kerosene,  lubricating  oil,  tractor  and  truck  and  a.utomobile  accesso- 
ries, coal  8n.d  oth.r  .-CtTels  rjid  their  by-products,  and  other  com- 
modities or  farm  supplies,  on  a  coopyrative  basis j  and  to  carry  on 
these  or  other  activities  as  set  forth  in  detail  in  the  -Articles  of 
Inc'crpor  ation 

ARTICLE  III  -  IMviBERS 

Section  1.    Any  prodi-^cer  of  agricultural  products,  including 
persons,  firms,  or  corporations,  who  is  a  user  of  the  commodities 
handled  by  the  Association,  in  connection  rdth  his  agricultural  an.d 
maa'k3ting  activities,  and  who  is  located  in  the  territory  or  area 
served  by  the  Asso cir-.tion  or  designated  by  the  boai-d  of  'directors; 
cr  the  landlord  or  lessor  of  l^jid  upon  V\rhich  fc.rm  products  ia-o  pro- 
duced and  in  connection  v;ith  which  the  commqditius  ho.ndled  by  the 
Association  cxe  used,  and  v>rho  receives  as  rent  part  of  the  crop 
raised  on  the  leased  premises;  who  buys  common  stock  in  the  Associa- 
tion; who  agrees  to  comply  ■'■dtli  the  b^-laws,  rules  Dnd  regulations 
of  the  Association;  and  who  har  the  approval  of  the  board  of 
directors;  may  become  a  member  of  this  Associationo 

Section  2.     Each  member  or  applicant  for  raomberchip  shall  sub- 
scrj.bo  for  or  hold  ut  least  on'^  share  of  common  stoclc,  out  no  member 
shall  ovm  or  hold  more  than  one-twentieth  of  the  total  number  of 
shares  of  common  stock  a-athorizedo     There  shall  be  no  limitation  en 
the  mimber  of  shares  of  preferred  stock  tho-t  may  be  subscribed  for 
or  heldo 

Section  3o     ^t  any  time  that  the  board  of  directors  determines 
that  a  member  ha.s  cear;ed  to  be  eli^^ible  as  such,  it  may  terminate 
such  membership  and  may  purcha.'^e  the  conmcn  stock  of  the  said  member. 
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The  Association,  as  deternined  by  the  board  of  directors,  shall  have 
the  option  of  purchasing  said  common  stock  for  cash  vdthin  sijcty 
daysj  or  paying  one-half  cash  and  the  balance  in  a  promissory  note 

bearing  interest  at  ^per  cent,  and  maturing  one  year  from  the  date 

thereof  J  or  of  exchanging  for  said  common  stoclc  in  whole  or  in  part 
an  equal  amount  in  ■^.'alue  of  preferred  stock  of  the  Association;  the 
price  at  which  said  coramon  stock  is  purchased  under  such  option  to 
be  the  fair  market  value  thereof  as  conclusively  determined  by  the 
board  of  directors. 

Section  4<.    Any  member  may  voluntarily  v/ithdraw  from  the 
Association  in  any  year  after  a  period  of  one  year  from  the  time 
membership  is  acquired,  by  i>;iving  witten  notice  to  the  Association 
60  days  in  advance  of  the  date  withdrav/al  is  to  become  effective, 
and  by  offering  his  common  stock  for  sale  to  the  Association  on  the 
terms  of  payment  specified  in  Section  3  of  tliis  Article. 

Section  5.     The  violation  of  the  by-laws  or  rules  of  the 
Association  or  of  any  contract  or  obligation  entered  into  by  the 
Association  with  a  member,  or  consistent  failure  or  refusal  to 
patronize  the  Association,  shall  constitute  a  sufficient  cause  for 
the  expulsion  of  such  member  from  the  Association  by  the  board  of 
directors,   and  said  board  may  expel  such  member  at  any  time,  pro- 
vided that  an  opportunity  is  given  the  incrabcr  to  answer  any  charges 
before  a  meeting  of  the  membership  and  provided  that  the  comraon 
stock  held  by  Guch  member  is  purclaased,  or  an  offer  made  to  purchase, 
in  accordance  with  Section  3  of  this  ixrticlo. 

Section  6.     Each  member  of  the  dissociation  shall  be  entitled  to 
one  vote  regardless  of  the  amount  of  common  stock  held  by  him.  No 
member  shall  be  a.llowed  a  vote  so  lon,^^  as  any  past-due  debts  or 
obligations  owing  by  him  to  the  iissociation  remain  unpaid.    Voting  by 
proxy  shall  not  be  permitted. 

ARTICLE  lY  -  FI3C:i 

Section  1.     The  fiscal  year  of  the  .issociation  shall  begin  on  the 
first  day  of  January  and  end  on  the  last  day  of  the  following  December. 

iiRTICLS    V  -  I/IEETING  OF  llEI'.IBERS 

•   Section  1.     The  annual  meeting  of  the  jnembers  shall  be  held  at 
Lubbock,  Texas,  the  second  Monday  in  February  of  each  year,  or  if 
that  be  a  l3:'gal  holiday,  it  shall    be  held  on  the  next  business  day 
thereafter . 

Section  2.     Special  meetings  of  the  members  may  be  called  at  any 
time  by  the  president  or  by  order  of  the  board  of  directors.  Such 
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meetings  shall  be  called,  alr.o,  whenever  ten  per  cent  of  the  members 
shall  sc  request  in  r/riting,  said  request  stating  the  purpose  of  the 
meeting » 

Section  S.    Notice  of  the  tmnual  mooting,  togothor  vdth  a  sto-te- 
ment  of  the  p\;irpose  thereof,  shall  bo  mailed  by  the  secretary  to  each 
member  at  least  ten  days  pr-.^vious  to  the  date  of  the  meetingo  At 
least  ten  days  before  the  date  of  any  t-pecial  meetin.'j,  the  secretary 
shall  mail  notice  of  such  meeting  to  each  member  v/hich  shall  state 
the  nature  of  the  business  to  be  transacted  at  such  meeting.     If  all 
members  sh:..ll  v/aive  notice  of  a  meeting,  no  noti.ce  of  such  meeting 
shall  be  req\ured. 

Section  4o     The  members  in  good  otanding,  present  in  person, 
shall  constitute  a  quorum  for  the  transaction  of  business  at  any 
regularly  called  meeting  of  the  membei-ship. 

:i.RTICL3  VI  -  DIRECTORS  ;j?D  OFFICERS 

Section  lo     The  board  of  directors  of  this  -association  shall 
consist  of  seven  members,  chosen  hy  the  .-aembership  from  their  own 
numbero    At  the  firct  election,  except  as  othonvise  provided  for  in 
form.ing  the  organization,  tho  members  sh::.ll  elect  from  among  them- 
selves four  directors  for  ';.  term  of    one  year,  and  three  directors 
for  a  term  of  tv/o  ycarsc     Ji.t  the  c.-qDiratien  of  tb:;  terms  of  the 
directors  so  elected,  their  successors  shall    be  elected  in  like 
manner,  for  terns  of  tv/o  years o     Directori='  shall  hold  office  imtil 
their  successors  have  been  elected  and  qualified  and  have  entered 
upon  the  discharge  of  their  duties. 

Section  2«     .:ny  vacancy  in  the  board  of  directors,  not  caused 
by  expiration  of  term,  shall  be  filled  for  the  unexpired  term  by  a 
majority  vote  of  the  remaining  members  of  the  board  of  directors,  and 
the  nev:  director  so  chosen  shall  hold  office    for  the  unexpired 
portion  of  the  term  of  the  director  whose  place  he  v/as  elected  to 
fill. 

Section  3.     The  board  of  directors  shall  meet  v/ithin  ten  days 
after  the  first  election,  snd  after  each  annual  election,  and  shall 
elect  by  ballot  a  president  and  a  ^ice-president  from  their  number, 
and  a  secret'"iry~treasurer ,  or  o.  secretary  and  a  treasurer,  who  may 
or  may  not  be  directors  or  members  of  the  Association.    All  officers 
shall  hold  office  for  one  year  or  until  their  siiccessors  are  elected 
and  qualified. 

Section  4.        majority  of  the  members  of  the  board  of  directors 
shall  conotituto  a  quoriAin  at  any  meeting  of  the  board  of  directors. 

Section  5.    iuiy  director  or  officer  of  the  Association  may,  for 
cause,     at  any  regular  or  special  meeting  be  r'^raoved  from  otfiot  by  a 
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vote  of  the  majority  of  the  total  niembership  pi^esent  at  any  such 
meeting  o 

Section  6.     The  Association  nay  provide,  al   a  regular  or  calleH 
meetintj  of  the  luenibers,  a  fair  remuneration  for  the  time  actually 
spent  by  its  officers  and  directors  in  its  ser^'ice,  except  that  no 
director,  during  his  term  of  office,  shall  ocovipy  any  position  in 
the  Association  on  regular  salary,  or  be  a  party  to     a  contract  for 
profit  with  the  Association  differing  in  any  ^vay  from  the  business 
relations  accorded  other  members,  or  to  pjiy  other  kind  of  contract 
different  from  terms  generally  current  in  that  district.. 

Section  7.     The  incorporators  of  this  Association,  or  a  committee 
named  for  the  piirpose,  shall  serve  as  an  organizing  board  of  directors 
until    a  board  of  directors  can  be  elected  as  provided  in  those  by- 
laws, either  o.t  the.  first  annual  meeting  or  at  a  special  meeting  of 
members  called  to  ol3ct  directors  to  sorve  until  the  annual  meeting.. 
Directors  and  officers  elected  prior  to  tho  first  annual  meeting 
shall  be  elected  only  to  serve  until  such  annual  uectingo 

ARTICLE  VII  -  EXECUTIVE  MT)  OTHER  COMMITTEES 

Section  1.     The  board  of  directors  nay  elect  from  ciaong  their 
number  an  Executive  CoiTLnittce  of  three,  of  which  tho  president  shall 
be  one  and  also  chcirman  of  the  committee,  to  conduct  the  business 
and  affairs  of  the  Association  dui'ing  the  interim  between  Board  meet- 
ings but  sub;ject  tc  the  -enoral  control  of  tho  Board. 

Section  2o     The  bonrd  of  directors  r.iay  elect,  or  the  president 
may  appoint  with  its  consent,  any  other  temporary  or  standing  con- 
mitto'^s  that  may  seem  for  thj  best  interest  of  tho  Association. 
There  may  be  appointed  also,  at  the  discretion  of  the  Board,  an  ad- 
visory coraittce  of  business  men  or  technical  exp<':irts  to  attend  board 
meetings  in  an  advisory  capacity  but  vathout  voting  power. 

iiRTICLE  VIII  -  DUTIES  OF  THE  DIRECTORS 

Section  1.     The  board  of  directors  shall  manage  the  business  and 
conduct  the  af -fairs  of  the    Association  and  shall  make  the  necessary 
rules  and  regulations,  not  inconsistent  v.ith  law  or  with  these  by- 
laws, for  the  ;:is.nagement  of  the  business  and  the  guidance  of  the 
officers,  employees,  and  agents  of  the  Association. 

Section  2.     The  board  of  directors  may  employ  a  general  manager, 
fix  his  compensation  and  dismiss  him  for  cause.    He  shall  have  charge 
of  the  bu.siness  of  the  Association  under  the  direction  of  the  board 
of  directors. 

Sectiori  3.     The  board  of  ciroctors  r>ay  employ  legal  counsel,  fix 
his  cor.pensation,  smd  dismiss  him  for  cause  o 
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Section  4.  In  no  event,  hov/ever,  shall  any  iirmediate  relative 
of  any  director  be  employed  by  or  for  the  -ii-ssociationo 

Section  5.     The  board  of  directors  shall  require  the  treasurer 
and  all  ot'her  officers,   a,';:;ent3,  and  employees  charged  by  the 
Associat-ion  v;ith  responsibility  for  the  custody  of  any  of  its  funds 
or  property  to  give  bond  vdth  sufficient  surety  for  the  faithful 
performance  of  their  official  duties;  the  premiiAm  on   such  bond  shall 
be  paid  by  the  Association.  . 

Section  6.     The  board  of  directors  shall  meet  on  the  first 
Tuesday  of  each  month  at  the  office  of  the  Association  in  the  City 
of  Lubbock,  Texas,  or  at  such  oth-'>r  times  and  places  as  it  may  de- 
termine.    Special  meet  in;;;  3  of  the  Loard  shall  be  held  upon  call  of 
the  president  or  upon  v.Titten  request  of  four  members  of  the  Board.. 

Section  7.     The  board  of  directors     shall  adopt  a  corporate  seal, 
which  shall  bo  circular  in  form  and  have  inscribed  thereon  the  name 
of  the  Association  and  th^  year  of  its  incorporation. 

/iRTICLE  IX  -  DUTIES  OF  OFFICERS 

Section  1.     The  president  shall  preside  over  all  meetings  of  the 
Association  and  of  the  board  of  directors;  sign  as  president  on  be- 
half of  the  Association  all  papers  which  ho  is  authorized  to  sign  by 
the  board  of  directors;  and  call  special  meetings  of  the  Association 
and  of  the  board  of  directors  and  perform  all  acts  and  duties  usually 
required  of  an  executive  and  presiding  officer. 

Section  2.  In  the  absence  or  disability/  of  the  president,  the 
vice-president  elected  from  the  directors  shall  preside  on.d  perform 
the  duties  of  the  president. 

Section  3.     Tho  socrctary-tr^-ripuror  sliall  keep  a  complete  record 
of  all  meetings  of  the  AsGocii-.tlon  and  of  the  board  of  directors; 
keep  a  membership    roll;  keep  the  stock  book;  sign  on  behalf  of  the 
Association  all  papers  vfhich  ho  in  o.uthorisod  to    c^ign  by  the  board  of 
directors;   serve  all  notices  required  by  law  and  by  these  by-laws; 
receive  and  disburse  all  funds  and  bo  the  custodion  of  all  the  pro- 
perty of  this    iii3sociation;  keep     o.  complete  record  of  all  business 
of  the  Association  ond  make  a  full  report  of  all  matters  and  business 
pertaining  to  his  office  to  the  member;::  at  their  annual  meeting  and 
make  all  reports  required  by  law;  and  perform  such  other  duties  as 
may     be  required  of  him  by  the  Association  or  the  board  of  directors. 

Section  4«     If  the  offices  of  the  secretary  and  treasurer  are 
held  by  different  persons,  the  bopu-d  of  direct orn  shall  by  resolution 
inscribed  in  tho  minut'j    book  prescribe  the  duties  and  responsibilities 
of  each. 
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Section  5.     In  case  of  the  absence  or  disability  of  any  officer 
of  the  Association  or  for  any  other  rea.son  deeiaed  sufficient  by  a 
majority  of  the  board  of  directors,  the  Board  may  delegate  the 
powers  or  duties  of  such  officer  to  any  other  officer  or  to  any 
director  for  the  tine  being. 

ARTICLE  X  -  DUTIES  OF  MANAGER 

Section  1 «    Under  the  direction  of  the  borrd  of  directors,  the 
manager  or  actin^;;  manager  shall  employ  and  discliarge  all  employees, 
agents,  and  laborers  o     Sub;i8ct  to  the  order  of  the  board  of  directors, 
and  by-laavs  and  rules  of  the  Association,  the  manager  shall  have 
entire  charge  of  the  business  operations  of  the  Associationo 

ARTICLE  XI  -  CAPIT/iL  STOCK 

Section  1.     The  capi-':o.l  stock  of  this  Association  shall  be  One 
Hundred  Firty  Thousand  Dollars  (.^■150,000.00),  divided  into  fifteen 
thousBJid  ( 15,000)  shares,  and  th.e  ■pc>T  value  of  each  share  shall  bo 
Ten  Dollars  (C'lO.OO).    Of  the  fifteen  thousand  shares  authorized, 
seven  thousand  five  hundred  (7,500)  shares  shall    be  common  stock  ond 
seven  thousand  five  hundred  (7,500)  shares  shall  be  preferred  stocko 

Section  2,.     Comir^on  stock  shall  be  sold  to  pnd  shall  be  held  only 
by  agricultural  producers,  including  persons,  firmn,  or  corporations, 
in  the  territory  served  by  the  Association  or  designated  by  the  board 
of  directors,  or  the  landlord  or  lessor  of  land  upon  ^Thich  farm  pro- 
ducts are  produced  and  who  receives  as  rjnt  part  of  the  crop  raised 
on  the  leased  premises,  provided  that  such  producers  agree  to  comply 
with  the  Associotion' s  by-laws,  rules  and  regulations,  and  provided 
that  they  arc  approved  as  members  by  the  board  of  directors.. 
Dividends  may    be  paid  on  common  stoc^',  but  shall  not  exceed  8  per 
cent  per  annui.u    Each  member  shall  be  entitled  to  one  vote,  regard- 
less of  the  number  of  shares  of  stock  hold  by  him.o 

Section  3.    Preferred  stock  mo.y  be  sold  to  r.nd  held  by  onyonc, 
subject  to  conditions  herein  specified.    Holders  of    preferred  stock 

shall  be  entitled  to  receive  cumulo.tivc  dividends  at  the  rate  of  

per  cent  per  cnnum,  and  no  more,  as  and  r/hen  declared  by  the  booj'd 
of  directors  before  any  dividends  shall  be  paid  upon  the  common 
stock.     Such  preferred  stock  shall  not  be  entitled  to  vote  under  any 
circumstances  or  to  participate  in  any  action  of  any  nature  taken  by 
the  xi.ssocint ion,  but  in  the  event  of  liquidation,  dissolution,  or 
vanding-up  of  the  Association,  whether  voluntary  or  involuntory,  the 
holders  of  the  preferred  stock  shall  bo  entitled  to    be  paid  the  par 
value  of  such  preferred  stock,  together  with  the  amount  of  any  unpaid 
dividends  accnmulated  thereon  befor':.-  any  amcvmt  is  paid  to  the 
holders  of  cor.imon  stock. 
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Section  4.     The  Association  shall  have  the  ri;_,ht  to  redeem  the 
outstanding;;  preferred  stock  in  v/hole  or  in    part  at  any  time  upon 
the  payraent  of  the  par  value  thereof  ond  the  amount  of  accumulr.ted 
dividends  imprid  thereon  to  the  date  of  redemption.     If  less  than 
all  of  thii  outstrndin;^,'  shares  of  preferred  stock  are  to  be  redeemed, 
the  shares  to  be  rsdeomed  skill  be  selected  in  such  manner  as  the 
board  of  directors  shall  determine.    V/hon  redeemed  or  acqi^ircd  by 
the  Association,  a  like  ar.iount  of  ccu-ion  rtock  may  bo  issued  in 
lieu  tlx-roof  to  a[;,ricultural  producers  qualified  to  ovTi  canmon  stock » 

Section  5.    No  stock  sho.ll  be  issued  or  delivered  by  the 
Association  to  any  subscriber  or  applicant  until  the  full  price 
therefor  lit.s  been  pcdd» 

Section  6.     Tronsfers  of  stocl:  shall    be  made  on  the  books  of 
the  Association  on  order  of  thu  ovrmr,  or  by  attorney  properly 
authorized,  but  as  to  cor.inon  stock  the  right  of  transfer  shall  be 
limited  to  producers  whoso  membership  in  the  Association  has  boon 
approved  b;    the  board  of  diroctorso     Transfers  shall  be  made  on  the 
books  of  the  Association  b^''  the  secretary  only  upon  surrender  of  stock 
certificates  for  cancellation,  properly  ondorsodo     Transfer  books  may 
be  closed  ten  cays  prior  to  dividend  dates  or  the  cmnual  meeting.. 

Section  7.     Certi ficc.tos  of  steel:  shall  be  signed  by  the  presi- 
dent or  vice-president  -"md  by  the  treasurer,  assistant  treasurer, 
secretary  or  assistant  secretary.     If  a  certifico.te  of  stock  is  lost 
or  destroyed,  another  nay  bo  issued  in  its  stead  upon  proof  of  such 
loss  or  destruction  -'ind  upon  the  ^:i"ins  of  a  bond  of  in^-'emnity,  not 
exceeding  in  cj-aount  double  the  vali,;o  of  the  stock,, 

Section    8.     ii^ach  certificate  of  stock  shall  have  printed  thereon 
a  clear  cxio  concise  stat'.^acnt  of  all  ro strictior's  -jnd  limito.tions 
upon  ovjiership,  voting  power,  transfer,  dividends,  or  other  con- 
ditions affecting  th-..  i-l*^hts  on-/'  pri-'Til-.^gos  of  the  .holder  thereof » 

Section  9.    VJhcnever  finy  holder  of  common  stock  desires  to  sell 
said  stock,  it  shall  first  be  offered  to  the  Associationo     In  the 
event,  liowever,  that  said  stock  is  not  purchased  by  the  Association, 
or  by  a  producer  desi^^nated  by  the  board  of  directors,  within  60 
days  after  the  receipt  of  a  written  notice  to  the  Association  offer- 
ing such  stock  for  sale,  then  the  holder  m8.y  sell  the  stock    to  any 
producer  thfit  has  been  approved  as  a  member  by  the  board  of  directors  o 
Any  attempt  to  transfer  such  comiaon  stock  or  certificate  of  co;.unon 
stock  except  as  described  heroin  shall  vest  no  title  in  the  purchaser 
or  receiver  and  no  rights  of  the  original  holder  to  participate  in 
the  affairs  or  savings  of  the  Association.. 

Section  10.     The  treasury  stock  of  the  Association  shall  consist 
of  stock  that  may    be  purchased  or  otherwise  acquired  by  the 
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Association  in  accordance  with  the  laws  of  Texas,  and  it  shall  be  held 
subject  to  action  of  the  board  of  director So     Svich  stock  shall  not 
share  in  dividends  but  it  may    be  resold  or  cancelled  at  the  dis- 
cretion of  the  board  of  directors,   subject  to  the  laws  of  Texas. 

ARTICLE  XII  -  OPERi^TING  IvIETHODS 

Section  1.     All  co.Traodities  and  supplies  purchased  by  the 
Association  shall    be  bought  in  the  open  market  or  otherwise,     as  the 
board  of  directors  may  authorize,  through  such  sources  or  trade 
channels  and  upon  such  terns  as  are  customary  or  desirable  in  con- 
ducting such  merchandizing  business  as  the  Association  engages  in. 

Section  2.     The  Association  may  establish  \"ra.rohouses ,  manu- 
facturing plants,  or  nay  provide  any  or  all     facilities  or  services 
for  directly  or  indir'octly  handling  and  distributing  supplies  and 
commodities;  moy  sell  it  v.rholesale  or  retail;  and  shall  fix  all 
terms  and  conditions  of  sale;  all  as  determined  by  the  board  of 
directors . 

Section  3.     The  Association  shall  be  operated  for  the  mutual 
benefit  of  its  members,    iifter  the  payment  of  all  operating  expenses, 
including  deductions  for  reserves,  the  Association  may  pay  dividends 
on  its  stock  but  not  to  exceed  3  per  cent  per  annum.     Such  sums  as 
may  remain  for  distribution  to  the  members,  shall  be  apportioned  as 
patronage  di'v-idends  in  accordance  Yfith  the  amounts  of  the  purchase 
of  each  member  from  the  Association., 

Section  4.     The  amount  of  deductions  or  retains  in  any  year  for 
reserves  for  *perating  capital,  contint^encie s ,  capital  investments, 
retirement  of  Indebtedness,  or  any  other  proper  Association  purpose 
shall  be  determined  by  the  board  of  directors. 

Section  5.,     The  amount    retained  for  the  purpose  of  creating  and 
maintaining,  reserves  shall  be  shoxm  on  the  books  or  records  of  the 
Association  in  such  manner  that  in  the  event  of  distribution,  or  of 
dissolution  of  the  Associa.tion,  payment  shall  be  made  to  each  member 
in  proportion  to  the  amount  of  business  (purchases)  which  each  has 
contributed,  provided,  however,  that  no  member  withdravdng  from  the 
Association  or  crbherwise  ceasing  to  be  a  member  shall  be  entitled 
to  receive  a  refund  from  such  reserve  accounts » 

Section  6.     If  a  member  has  not  paid  in  full  for  the  capital 
stock  for  v/hich  he  has  subscribed,  or  if  he  is  otherwise  indebted  to 
the  Association,  the  board  of  directors  shall  order  his  account 
credited  rath  any  dividends  or  refunds  until  such  indebtedness  is 
fully  paid. 
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ARTICLE  XIII  -  AFFILIATIONS 


Section  1.     The  board  of  directors  shall  have  the  poiTCr  to  join 
vdth  other  generally  similar  ori^anizations  in  maintaining  purchasing, 
or  selling  agencies,  or  in  otherv/ise  providing  or  conducting  activi- 
ties in  conjunction  with  such  other  org3n.izations  I'iien  in  their 
opinion  it  is  desirable  so  to  do. 

ARTICLE  XIV  -  NOTICES 

Section  1.    Notices  required  to  be  given  under  the  provisions  of 
these  by-laws  may  be  given  by  letter  by  depositing  the  same  in  a 
post  office  or  mail  box  or  by  telegram  addressed  to  such  address  as 
appears  on  the  books  of  the  Association,  and  such  notice  shall,  be 
deemed  to  have  been  given  at  the  time  when  the  same  shall  be  thus 
mailed  or  filedo 

Section  2o    Any  member,  officer,  or  director  may  waive  in 
writing  or  by  telegram  any  notice  required  to  be  given.    Any  member 
present,  or  any  officer  or  director  present  at  sny  meeting,  shall  be 
conclusively  deemed  to  have  had  due  notice  thereof. 

ARTICLE  XV  -  ACCOUITTS  AIJD  AUDITIIIG 

Section  1.     This  Association  shall  install  a  system  of  accounts 
and  provide  other  accounting  appurtenances  that  may" be  necessary  to 
conduct  the  business  in  a  safe  and  orderly  manner. 

Section  2.    xui  annual  audit  shall  be  made  by  a  certified  public 
accountant  previous  to  the  date  of  each  annual  meeting,  at  which 
meeting  hi!?  report  shall  be  presented.     Special  audits  shall  be  made 
at  any  time  V.pon  order  of  the  board  of  directors  or  upon  a  majority 
vote  of  the  members  at  any  regular  or  called  meeting. 

AI^TICLE  XVI  -  .tI./L5NDMENTS 

Section  1.     These  by-lav/s  me.y  be  amended  at  any  meeting  of  ±he 
members  by  a  tv;o-thirds  vote  in  the  affirmative  of  those  present-, 
provided  that  notice  of  the  proposed  amendment  is  included  in  the 
call  for  said  meeting. 


-27- 


APPEUnX  II 


SMPLE  COPIES 


COMOTJ  AND  PREF:iRRED  STOCK  CERTIFICATES 
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